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KEY ECONOMIC INDICATORS, SWEDEN, JANUARY 1976 


All values in millions U.S. Dollars Exchange rates: 
1973 US $1.00 
1974 US $1.00 
1975 US $1.00 


A B C D 1/ 
1973 197% 1975 a Rate of 
Change Growth 


INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Prices 50,670 56,286 68,892 
GDP at Constant 1968 Prices 38.435 39,320 2,183 
Per Capita GDP, Current Prices 6,221 6,684 8,393 +1 +14. 
Plant & Equipment Investment 2/ 1,68 1,860 ee ES F i 
Indices: 

Industrial Production (1968=100) (10/75) 127 134 132 


Avg. Labor Productivity (1972=100) 107 113 111 
Avg. Industrial Wage (1947=100) 16. 973.1 1,001.2 


Disposable Personal Income 28,001 32,230 10 289 i 
Employment (000's) (10/75) 3,879 3,962 L 6 
Avg. Unemployment Rate (%) (10/75) 25 2.0 1.6 


MONEY AND PRICES 
Money Supply 32,265 34,596 41,137 +12.4  +21.4 


Public Debt Outstanding 11,790 13,999 17,703  +18.5 
External Debt (net) 


Central Government 0 105 108 - 3.2 
Local authorities 0 0 297 
Private 135 22 2,100 + 695 3 


Central Bank Discount Rate 5.0 7.0 6.0 4/ 


Indices: 
Retail Sales (1970=100) (9/75) 12h 143 151 
Wholesale Price (1949=100) 2 302 323 
Consumer Price (1949=100) ane 316 


BALANCE OF PAYMENTS AND TRADE 
Gold & For. Exch. Reserves 


2,670 1,879 3,273 
Balance on Current Account 1,216 - 929 -1 495 
Balance of Trade 1,567 - 519 - 395 
Exports, FOB 12,219 15,917 17,404 + 4 
U.S. Share (11/75) Tho 845 801 7 
Imports, CIF 
U.S. Share (11/75) 


Main imports from U.S. (Jan.-Nov. 1975) in millions of dollars: Foods and beverages, 

2.2; non-electrical machinery, machine tools, and other industrial plant equipment, 
310.0; electrical machinery, equipment, and appliances, 130.1; professional, technical, 
and scientific instruments and apparatus, 58.3; iron, steel and non-ferrous metals, 
37.4; metallic ores and metal scrap, 31.0; petroleum products, notably lubricating 
oils and greases, 19.3; solid fuels, mainly gas and coking coal, 36.0; chemicals, 
drugs, and pharmaceutical products, toiletries, and plastic materials, 98.1. Sources: 
Central Bureau of Statistics, Central Bank of Sweden, and Economic Research Institute. 
Footnotes: 3/ Calculated, where applicable, on basis of amount in kronor. 2/ Total 
machinery investment in mining and manufacturing, excluding water, gas and electricity 
works. 3/ No official figure currently available; unofficial estimate from expert 
Government source is Skr 8.5 - 9.0 billion. 4/ Discount rate lowered to 5.5 percent 
as of January 30, 1976. 





SUMMARY 


The international recession finally reached Sweden in 1975. In the first 
half, important economic indicators--export volume, production, and inter- 
national payments accounts--weakened rapidly. At year end the recession 
was still deepening. 


Nevertheless, Swedish economic results in 1975 were, in most respects, more 
favorable than those in other developed countries. Total production was 
stagnant, but it did not fall. The Government sustained the liquidity of 
firms by encouraging their borrowing abroad and it supported employment with 
special measures. The inflation rate, at 10 percent, stayed below the 
average for Western Europe. 


The development of the Swedish economy in 1976 will depend in large degree 

on what happens to the international economy. The Government's budget message 
to Parliament, submitted in January, anticipates better international economic 
conditions, increased foreign demand, and a smaller deficit in the trade and 
current accounts. Restoration of balance in foreign payments, targeted for 
1980, will require important expansion of production and exports. Efforts 

in this direction will get off to a slow start in 1976, however. Gross 
Domestic Product (GDP) will increase only modestly. Total industrial invest- 
ment in machinery and equipment will show no growth, but there will continue 
to be attractive trade opportunities in selected lines for American exporters. 
American banks should also find business good there. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


Greatly dependent upon exports for its economic growth, Sweden encountered 
a sharp decline in its traditional markets in the industrialized countries 
in 1975. While the Swedish share of the market increased in state-trading 
and OPEC countries, total merchandise exports fell 11 percent by volume. 
First affected were exports of raw materials--wood products, pulp and paper, 
and steel. Exports of machinery and engineering products--major Swedish 
offerings--are now in decline. 


The Social-Democratic Government's primary objective, in the face of economic 
Stagnation and a growth rate of only 0.5 percent (market prices), has been to 
maintain employment. To this end it began to apply a number of selective 
measures to stimulate industrial activity and limit dismissals. It has been 


--partly subsidizing above-normal inventory build-up by firms agreeing 
not to dismiss employees; 


--releasing certain company-owned funds, held by the Central Bank, for 
industrial expansion, improvement of working conditions, and introduction 
of energy-saving equipment and processes; 


--advancing government orders for products and construction; 


--contributing to the cost of training employees within firms as an 
alternative to dismissal. 





Inventory production in 1975 reached Skr 10.5 billion in value ($2.5 billion 
at the average exchange rate of Skr 4.15 = US$ 1.00 prevailing in 1975). 

In December the unemployed were only 1.6 percent of the working force, 
although that figure concealed substantial underemployment. 


By January 1976, unemployment rose to 2.2 percent, but the Government moved 
promptly to create jobs or training opportunities for the most vulnerable 
groups, young people and women. Unemployment will probably continue to 
grow during the first six months of this year. The general elections to 

be held in September make it likely that the Social-Democratic Government, 
committed to full employment, will use every reasonable means to limit its 
increase. 


Trade and Current Accounts, Deeply in Deficit in 1976, are Expected to 
Improve in 1976 


Although export volume was down sharply in 1975, Swedish imports dropped 

in volume only 2.5 percent below the 1974 level. The import demands of 
industry fell with lower production, but imports of consumer goods held 

up. The result was a trade deficit of Skr 1.8 billion, following upon a 
deficit of Skr 2.2 billion in 1974. In addition, net invisible transactions 
were in deficit by Skr 4.4 billion, due principally to a Skr 1 billion 
decline in net shipping receipts and an increase in transfers abroad for 
foreign aid and for interest payments on foreign loans. The current account 
deficit rose from Skr 4.1 billion in 1974 to Skr 6.2 billion last year. 


The Finance Ministry looks forward to a dramatic improvement of the trade 
account in 1976; it estimates a surplus of Skr 1.1 billion. 


Exports are forecast to rise 6.5 percent by volume. Statistics began to 
suggest early this year that the upturn in raw materials exports may have 
occurred in the third quarter of 1975. Exports of finished goods are fore- 
cast to pick up in the second half. Sweden looks forward to partial 
recovery in most of its markets in the industrialized countries this year. 


Imports are forecast to rise only 1.3 percent, their growth slowed by drawn- 
down of inventories. Imports of industrial products overall are actually 
expected to decline, especially imports of iron and steel, nonferrous metals, 
and machinery and engineering products. 


The current account is also expected to improve in 1976, although a deficit 
will persist, variously estimated between Skr 3 and 4.5 billion. The biggest 
change in the invisibles account will be a further increase in transfers 
abroad due especially to mounting interest payments on foreign loans. 


Current account deficits are expected to total about Skr 20 billion for the 
three years 1974-76. It is anticipated that part of this deficit will dis- 
appear when the market for Swedish exports improves. But part, estimated 
at Skr 4 billion in 1975, is due to structural factors, particularly the 
higher price of oil. 


U.S. Trade Share Stays Constant 


The value of imports from the United States as a share of total Swedish imports 
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has held stable at about 6.5 percent since 1973, down from 8.7 percent in 

1970. Sweden sold 5.2 percent of its total exports to the United States in 
1975. The country had a deficit of Skr 1.2 billion with the United States last 
year. 


Government Encourages Foreign Borrowing 


To finance the deficit and to maintain liquidity in the economy, the Govern- 
ment deliberately encouraged foreign borrowing by industry in 1975. The 
inflow amounted to Skr 10.4 billion, enough to cover the current deficit 

and raise foreign exchange reserves by Skr 5.3 billion. Foreign borrowing 

is expected to continue in 1976 at a reduced rate. 


Elimination of Payments Deficit Requires Substantial Expansion of Exports 


To eliminate the deficit and to meet rising external obligations will require 
expanded production capacity and a substantial rise in exports of goods and 
services. Considerable effort will be required to achieve these goals. 


Any rise in foreign demand in 1976 will not immediately stimulate Swedish 
production. Industry will reduce its inventories before it expands. GDP, 
therefore, will show slow growth again in 1976--1.9 percent estimated in 

terms of production costs, according to official estimates. The raw materials 
industries, excluding iron and steel, will be the first to increase production. 
Growth of output of machinery and engineering products will quicken most 
noticeably only when capacity at home and abroad begins once more to approach 
full utilization. On the average, production of goods will go up only one 
percent next year. The service sectors, especially official services, are 
expected to contribute three-fourths of the increase in total GDP in 1976. 


The Government itself will contribute to industrial expansion despite an 
anticipated deficit of nearly Skr 12 billion in the budget. It proposes an 
investment of Skr 1.5 billion in government-owned enterprises, initial funds 
for a major expansion of the government-owned Norrbottens Steelworks (Norr- 
bottens Jurnverk AB - NJA), extra tax deductions to firms investing in 
machinery, and increasedassistance to industries locating in the under- 
developed areas of northern Sweden. Parliament has authorized the National 
Pension Insurance Fund to purchase additional shares in private companies. 
The Government will propose important measures later this year for ration- 
alization of Swedish shipyards. 


Industrial expansion, however, will not be enough to restore external 
balance. Government and industry alike are concerned with the possible 
drop in competitiveness due to sagging productivity and to a 40 percent 
increase in the cost of labor to employers (wages and contributions to 
social benefits) over the period 1975-76. The Government hopes for no more 
than a 7-8 percent rise in consumer prices in 1976. In February the Govern- 
ment extended the price freeze on meat, meat products, and dairy products 

to include certain processed foodstuffs. 


A recent study of the economic outlook examined ways of restoring balance 
in foreign payments by 1980 while maintaining full employment. It led the 
Government to expect, at best, only a modest average annual real growth in 





GDP of about 3 percent over the next five years. Industrial investments will 
have annual increase in public and private consumption and limited possibil- 
ities for wage increases. It hopes for an annual average rise in consumer 
prices of no more than 4 percent. This goal will be difficult to achieve 

in the light of recent wage and price developments. 


Labor and Government Put Forward Fundamental Industrial Relations Reforms 


Any discussion of the Swedish economic scene must not ignore reforms and 
proposals in the field of industrial democracy. Implementation of those 
ideas directly affects American investments in Sweden. 


"Industrial democracy", a term used to describe employee participation in 
managerial decisions, has been singled out as a primary goal of the Social 
Democratic Party. By law employee representatives sit on boards of directors 
of companies having more than 100. employees and have access to company 

books and accounts and to such reports as are useful in evaluating a 

firm's economic position. 


This spring the Government will introduce an important industrial relations 
bill that would open the door to negotiations during the life of a union- 
Management agreement on any new issue that may arise as a result of manage- 
ment's desire to make changes. It would also give employees the right to 
strike or to lock management out in the event of conflict; transfer the 
employer's present privilege of primary interpretation in the event of 
dispute to the union side; and take away the employer's right to engage 

and dismiss workers at his own discretion, to direct and distribute work, 
and to avail himself of workers belonging to any organization whatsoever, 
or to none. 


The most controversial proposal yet put forward in this area, however, is 
that of LO economist Rudolf Meidner for the ultimate control of large com- 
panies through the progressive acquisition of their shares by collectively- 
owned worker funds. LO President Gunnar Nilsson, in endorsing the proposal, 
emphasized that LO does not wish to eradicate private ownership. What is 
important, he explained, is "to capture the rather few companies which are 
responsible for the largest part of capital formation and thereby our 
future." The LO goal, he claimed, is "to develop the market economy--not 

to abolish it." Prime Minister Olof Palme has said that he believes the 
Meidner proposal will not be a real issue until the end of the '70's. 


B. IMPLICATIONS FOR THE UNITED STATES 


American companies considering direct investment will find wages and the 

cost of social benefits for workers high in Sweden. They will learn that 
sharp criticism of foreign companies has occasionally come from official 
quarters, especially with regard to contemplated plant closures and allegedly 
inadequate disclosure of information. Criticism has not been translated 

into requirements that discriminate against foreign companies. 


Opportunities to lend to Sweden, although more limited than in 1975, will 
continue to be exceptional for a country which has not borrowed much abroad 





in the past. 


There will be good sales opportunities for selected American products in 
Sweden in 1976, even though overall domestic Swedish demand, both private 
and public, will be relatively weak. The United States Trade Center for 
Scandinavia has identified the following promising sales areas (SIC numbers 
shown in parentheses): 


Computers and Peripheral Equipment EDP): Input-output devices (7149202, 
7149206), multiplexers (7149213), modems (7149214), random-access storage 


devices (7149207), and EDP-related air-conditioning equipment (7191511). 


Electronic Components and Production/Testing Equipment: Monolithic 
digital and analog circuits (7293059.61), rack and panel connectors 


(7222060), fixed capacitors and condensers (7299510), traveling wave 
electron tubes (7293038), silicon zener diodes (7293047.9), instruments 

and meters (7295220, 7295225, 7295236, 7295238), wiring devices (7222068), 
zirconium and alloys (6895060), waveform measuring and analyzing instruments 
(7295205). 


Metalworking Equipment: Numerical control machinery centers (7151001), 
gear-cutting machinery (7151020), drilling machines (7151014), hydraulic 
and pneumatic presses (7151078). 


Expansion of NJA will require the following major equipment over several 
years if Parliament gives final approval to the project: sintering plant; 

2 high-pressure blast furnaces; torpedo cars for transporting crude iron; 

3 LD converters, with oxygen plant; 5 continuous-casting machines; beam 
rolling mill at Lule&; and wide-strip mill at GYvle. For further information, 
U.S. companies should contact Jan Friberg, Project Manager, Norbottens 
Jurnverk AB., S-951-01 Lule&, Sweden; Telex 8380. 


Industrial Process Controls: Electric and electronic instruments for 
measuring and indicating (7295292.5), parts and accessories for instruments 
(8619946), self-opening regulating values (7199212), diaphragm and piston 
control valves (7199202), temperature-measuring and control instruments 
(8619727). 


Building/Construction Machinery and Supplies: Insulating glass fiber 
(6649420), crawler-mounted power-cranes (7184202), integrated tractor- 


shovel loaders (7193108, 7193116, 7193118, 7193120), parts for construction 
and excavating machines (7184250), portable electric hand tools (7296031), 
doors (6324020), and exterior plywood (6312130). 


U.S. Trade Center Promotes American Products Throughout Scandinavia 


The United States Trade Center for Scandinavia, located in Stockholm, helps 
American firms to promote their products and assists them to find suitable 
agents in Sweden, Norway, Denmark, and Finland. The Center stages a series 
of exhibits every year, each concentrating on a specific product category. 
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Exhibitors must pay a moderate fee to participate. 

Exhibits scheduled in 1976 include: 
April 26-29 Food Processing and Packaging Equipment 
May 4-6 Data Processing Equipment 


May 17-20 Health Care Equipment 


Other shows tentatively planned for 1976-77 are Security and Safety Equip- 
ment; Metals, Metalworking and Finishing Equipment; High-Technology Con- 
sumer Goods; Franchising and Quick-Service Equipment; Environmental Improve- 
ment Equipment; Electronic Components and Production/Test Equipment; Pulp, 
Paper and Converting Equipment; and Computers for Administrative Uses. 


Further information may be obtained from the Office of International 
Marketing, Bureau of International Commerce, U.S. Department of Commerce, 
Washington, D.C. 20230, or from any District Office of the Commerce Depart- 
ment. 


b 
776.4919 @ 
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